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THE TORONTO IRON WORKS, LIMITED | 
ANNUAL REPORTS 
1967 and 1968 


SUMMARY 


Number of Shares outstanding 


Consolidated Profit (Loss) 


before extraordinary items 


Per Share 


Consolidated Net Profit (Loss) 


after extraordinary items 


Per Share 


Working Capital (Deficit) end of year 


Retained Earnings (Deficit) end of year 


NOTE: Certain income tax recoveries included in the 1966 and 1967 operating results have been reclass- 
ified as extraordinary items on a basis consistent with the method of presentation followed in 


1968. 
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L.R. Wright, B. Comm. 
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G. F. Carr 


S. L. Kerby, B. Eng., P. Eng. 
J. B. Clements, Q.C. 
H. Johnston 


H. Johnston 


1968 1967 1966 
(SEE NOTE) (SEE NOTE) 
401,568 401,568 401,568 
$414,896 ($281,983) $683,532 
$1.03 ($ .70) $1.70 
$640,076 ($6,730,669) $1,000,532 
$1.59 ($16.76) $2.49 
($431,332) ($2,786,849) $214,816 
($58,918) ($698,994) $6,167,204 


G. B. Kimpton « W.P. Petrie e« L.R. Wright 
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Vice-President and General Manager — Central Bridge 
Division 

Vice-President and Assistant General Manager — 
Plate Fabrication Division 

Vice-President and Assistant General Manager — 

Plate Fabrication Division 


Secretary 


Comptroller 


THE TORONTO IRON WORKS LIMITED 


629 EASTERN AVENUE, TORONTO 8, CANADA (416) 461-8111 


DIRECTORS! REPORT 


To the Shareholders: 


Your directors submit herewith the consolidated financial 
statements of your Company and its subsidiary T.I.W. Western Limited 
for the year ended December 31, 1968 together with the consolidated 
financial statements of your Company and T.I.W. Western Limited for 
the year ended December 31, 1967. 


The consolidated financial statements for the year ended 
December 31, 1966 were included in the last Annual Report of your 
Company, mailed to shareholders in April, 1967. 


Review of the Year 1967: 


In early 1966 the Company embarked on an extensive capital 
expenditure programme including the acquisition ofand expansion of 
the facilities of subsidiaries. 


By late 1967 the Company and certain of its subsidiaries 
were unable to meet their liabilities as they became due and bank 
support was withdrawn on December 11, 1967. As a consequence a petition 
in bankruptcy was filed against the Company on December 29, 1967 and 
The Clarkson Company Limited was appointed interim receiver. 


Operating losses of $281,983 were incurred in 1967 on 
sales of $15,966,434, After providing for extraordinary items, in- 
cluding a provision of $6,533,686 for losses on investments in and 
advances to subsidiaries and on the sale of the assets of the Stran- 
Steel Division, the total net loss for the year amounted to $6,730,669. 


The Central Bridge Division of the Company experienced 
substantial losses on two major contracts which were closed out during 


continued.... 
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THE TORONTO IRON WORKS LIMITED 


629 EASTERN AVENUE, TORONTO 8, CANADA (416) 461-8111 Page 2 


the first part of 1967 and the Company was not able to recoup these 
losses during the remaining months of the year. In addition, continuing 
labour unrest in the general construction industry hampered efficient 
operation in the Central Bridge Division as well as in the Plate Fab- 
rication Division. 


Early in 1968 receiving orders were made against Wimco 
Steel Sales Co. Limited, Driam Pipe (Canada) Limited and Pre- 
Engineered Steel Buildings Inc., all of which were wholly owned 
subsidiaries of the Company. 


Wimco Steel Sales Co. Limited is now continuing in 
operation under the supervision of a Receiver and Manager appointed 
under the provisions of its outstanding debentures. Since it is 
impossible to estimate the recovery, if any, which may be received 
from this subsidiary, the investment has been written down to $1 
and a loss on the write-off of $3,499,999 is reflected in the 
statement of income for the year 1967. Wimco Steel Corporation 
of Cheektowaga, New York, a wholly owned subsidiary of Wimco Steel 
Sales Co. Limited, was sold in 1968 with a resulting substantial 
write-off in investments in and advances to it by Wimco Steel Sales 
Co. Limited. 


The shares of Driam Pipe (Canada) Limited were sold in 
August, 1968 and a recovery of $911,538 was realized. The loss on 
the sales of the shares and on advances to Driam Pipe (Canada) 
Limited amounted to $2905, Lik against which an estimated provision 
was made in the statement of income in 1967 of $2,436,715. 


The assets of Pre-Engineered Steel Buildings Inc. were 
sold by its Trustee in bankruptcy. No recovery will be realized 
from this subsidiary and a loss of $327,745 was provided for in 
the statement of income for the year 1967. 


The fixed assets and inventory of the Stran-Steel 
Division of the Company were sold in 1968. The loss on this sale 


amounted to $599,486 which was provided for in the statement of 
income for the year 1967. 
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THE TORONTO IRON WORKS LIMITED 


629 EASTERN AVENUE, TORONTO 8, CANADA (416) 461-8111 Page 3 


Review of the Year 1968 


Since December 29, 1967 your Company has operated in 
interim receivership. 


Operating profit for 1968 was $414,806 after deducting 
depreciation at regular rates and full corporate income taxes of 
$429,000. Sales amounted to $14,731,906. After extraordinary items 
consisting of tax reductions of $421,500, the additional recovery of 
advances to a subsidiary of $51,538 and the provision for estimated 
fees of interim receiver and costs of other professional services of 
$247,858, the net profit for the year amounted to $640,076. 


The working capital deficit at December 31, 1968 was 
$431,332 compared to a working capital deficit at December 31, 1967 
of $2,786,849, an improvement of $2,355,517. 


As a result of the consolidated net profit after extra- 
ordinary items of $640,076, the deficit was reduced from $698,994 to 
$58,918 by December 31, 1968. 


During 1968 commitments for fixed assets were cancelled 
wherever possible and every effort was made to increase operating 
efficiency. Both the Central Bridge Division and the Plate Fabrication 
Division were subject to severe price competition and loss of business 
due to the general financial state of the Company. 


Directors: 

During the years 1967 and 1968 changes occurred in the 
board of directors of the Company as shown on page 5 of this report. 
Outlook: 

Conditions in both the structural steel and plate fabrication 
industries remain very competitive. The Company anticipates a reasonable 
volume of work during 1969 and, provided there is no undue labour unrest 


in the general constructioiu industry, expects to operate profitably. 


The Company intends to make an arrangement as soon as possible 
with those unsecured creditors who had claims outstanding as at December 29, 


1967. 
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THE TORONTO IRON WORKS LIMITED 


629 EASTERN AVENUE, TORONTO 8, CANADA (416) 461-8111 Page h 


The year 1968 has been a most difficult one for all the 
employees of your Company and the substantial financial improvement 
achieved during the year was due in great part to their diligent 
efforts and continued loyalty. In addition, the directors of your 
Company were most gratified with the strong support of long-standing 
customers and the co-operation given it by its bankers, creditors and 


interim receiver. 


ON BEHALF OF THE BOARD 


e y| 
vf ess 
eee p 


L. R. Wright 


February 25, 1969 
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629 EASTERN AVENUE, TORONTO 8, CANADA (416) 461-8111 


DIRECTORS 


THE TORONTO IRON WORKS LIMITED 


The following changes in directors took place during the 


years 1967 and 1968; 


Name 

G. £, Ellsworth 
Murray Wortsman 
Irving Wortsman 
Morris Seigel 


Leonard Eisen 


W. A. Macdonald, Q.C. 


E. A. Goodman, Q.C. 


A. E, Diamond 


D, B. Goodman, Q.C. 


G. J. Shear 
ihe) He pochipper 
Harry Johnston 
h,eC, Nurse 


Benton Dixon 


J. B, Clements, Q.C. 


L. R. Wright 
W. P. Fetrie 
G. B. Kimpton 


Harry Johnston 
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Elected or Appointed 


December 31, 1935 
January 10, 1966 
January 10, 1966 
January 10, 1966 
January 10, 1966 
April 20, 1967 
January 10, 1966 
April 20, 1967 
December 19, 1967 
December 19, 1967 
January 18, 1968 
April 9, 1968 
July 19, 1968 
April 9, 1956 
April 6, 1964 
December 19, 1967 
March 28, 1968 
July 19, 1968 


October 18, 1968 


Resigned 
December 31, 1967 
December 19, 1967 
December 19, 1967 
December 19, 1967 
January 18, 1968 
February 20, 1968 
May 23, 1968 
May 23, 1968 
May 23, 1968 
May 23, 1968 
May 23, 1968 
July 5, 1968 
August 13, 1968 


October 15, 1968 
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THE TORONTO IRON WORKS LIMITED 
CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31, 1968 


Page 6 of 28 


Halifax Saint John Quebec Montreal Ottawa 
iG ‘@ Toronto Hamilton Kitchener London Windsor 
davkson, hoxdlon OL MM, Port Arthur Fort William Winnipeg Regina 

Calgary Edmonton Vancouver Victoria 


praia Kean lent Arthur Young, Clarkson, Gordon & Co. 
United States—Brazil 
15 Wellington Street West, Toronto 1, Canada Telephone 368-2751 (Area Code 416) 


AUDITORS' REPORT 


To the Shareholders of 
The Toronto Iron Works, Limited: 


We have examined the consolidated balance sheet of The Toronto Iron 
Works, Limited and its subsidiary company, T.I.W. Western Limited, as at December 31, 
1968 and the consolidated statements of income, deficit and source and disposition 
of funds for the year then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting 
evidence aS we considered necessary in the circumstances. 

As explained in the notes to the consolidated financial statements, 
the accounts of the Company and its consolidated subsidiary have been prepared on 
a going-concern basis. Accordingly the statements do not reflect any losses which 
would be incurred if the Company should be adjudged bankrupt and liquidation of 


its assets should take place nor, in the alternative, any adjustments which might 


be required if an arrangement is made with those unsecured creditors having claims 
outstanding at December 29, 1967, (notes 2, 3 and 8). As further explained in 
note 9 to the statements, there exist material contingent assets and liabilities, 
the effect of which cannot be determined at this time. 

In view of the materiality of the matters mentioned in the preceding 
paragraph, we are unable to express an opinion on the consolidated financial 
statements of the Company taken as a whole for the year ended December 31, 1968. 

It is our opinion, however, that the assets and liabilities (other than those assets 
or liabilities which may result from the matters mentioned in the preceding para- 


graph) and capital stock are presented fairly in the consolidated balance sheet as 
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at December 31, 1968 and that the sales and other items of income and expense (other 


than those gains or losses which may result from the matters mentioned in the 


preceding paragraph) are presented fairly in the consolidated statements of income 
and deficit for the year ended December 31, 1968. Also, in our opinion, the funds 
generated and the disposition of funds (other than any funds which may arise or be 
disposed of as a result of the matters mentioned in the preceding paragraph) are 
presented fairly in the consolidated statement of source and disposition of funds 
for the year ended December 31, 1968. The consolidated financial statements have 
been prepared in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year, after giving effect to the 
reclassification Of accounus  rererred Gorin nove 7: 
We further report that The Clarkson Company Limited, the interim 


receiver appointed by the Court (note 2), is associated with our firm. 


lahim baidin > ho 
Torrente, Canada, 


february Lo. 1969". Chartered Accountants 
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THE TORONTO IRON 
and its subsidiary compan 
(Incorporated under 


CONSOLIDATED _ 


DECEMBER 
(with comparative figures 


ISS) oud US 
1968 Lon 
CURRENT : 
Cash (note 5) $ 128,506 $ 4,579 
Bank deposit receipts 1,050,000 = 
Accounts receivable, including holdbacks Awol soot 3,476,648 
Inventories, at lower of cost or net 
realizable value - 
Contracts in process (less advance 
billings - 1968 - $874,867; 
1967 — $5,506,128) 475,093 1 08S, 420 
Steel and supplies 964,027 994,215 
050,20 Re OAL, GOO 
Prepaid expenses 103,554 135,543 
Total current assets 4,456,677 2,644,705 
INVESTMENT in and advances to unconsolidated 
subsidiary companies (notes 1, 2 and 4) i 1, 120,001 
FIXED: 
Land, buildings and equipment, at cost (PASE MR TES 9,500,090 
Less accumulated depreciation and 
allowance of $476,462 at December 31, 
1967 for losses on realization 4,712,979 4,958,876 
2,985,816 4,261,714 
$7,440,494 $11,016,420 


One behalf vob sties boards 


Director ee Vd  . 
Director Be ra 


(See accompanying notes to the cc 
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WORKS, LIMITED 
T.I.W. Western Limited 
he laws of Ontario) 


ALANCE SHERT 


1, 1968 
as at December 31, 1967) 


RieoAe Be etn lel Bes 


CURRENT: 
Bank indebtedness - secured (note 5) 
Accounts payable and accrued charges (note 6) 
Sales, and other taxes payable (note 7) 


Total cumrent Ivaballities 


LONG-TERM DEBT less current portion of $726,275 
in 1967 included above in accounts payable 


EXCESS of net book value of consolidated 
Subsidiary over cost of shares 


MINORITY INTEREST 


SHAREHOLDERS' EQUITY: 
Capital stock - 
Authorized: 
1,000,000 shares without par value 
Issued: 
401,568 shares 
Deficit 


msolidated financial statements) 


1968 


$4,765,339 


122,670 


4,888,009 


74,992 


6,000 


2,530,411 


(58,918) 


2,471,493 


$7,440,494 


ois 


$ 3,266,995 
4,886,020 


278,539 


8,451,554 
628,457 


74,992 


90,000 


2,530,411 


(698,994) 


ipesl 417 


$11,016,420 
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THE TORONTO IRON WORKS, LIMITED 


CONSOLIDATED STATEMENTS OF INCOME AND DEFICIT 


FOR THE YRAR ENDED DECEMBER 31, 1968 


(with comparative figures for 1967) 


INCOME 


Sales 


Operating profit for the year before the 
following deductions: 


Depreciation 
Interest on long-term debt 
Pension costs 


Profit before income taxes and extraordinary items 
Income taxes (note 7) 
Profit (loss) before extraordinary items 


Extraordinary items: 

Estimated fees of interim receiver and costs 
of other professional services relating to 
the interim receivership ($247,858) - less 
resulting income tax reduction of $117,000 

Provision for loss (recovery in 1968) on investment 
in and advances to unconsolidated subsidiary 
companies and on the sale of certain divisional 
assets - less resulting reduction in deferred 
income taxes of $330,259 in 1967 (notes 2 and 4) 

Income tax reductions resulting from the carry- 
forward of losses of prior years (note 7) 


Net profit (loss) for the year 
DEFICIT 
Retained earnings (deficit), beginning of year 


Net profit (loss) for the year 


Dividends - 35.75¢ per share 


Deficit, end of year 


(See accompanying notes to the consolidated financial statements) 


LISS 


$14,731,906 


* 1, 5659587 


493,429 
ie Shy 


30,685 
541,691 
843 , 896 


429, 000 


414,896 


(130), 658) 


51,538 
304,500 


# 640,076 


* (698,994) 


640,076 
58,918 


i (58,918) 


Loot 


$15,966,434 


to 2oan ane 
674,463 
86,161 
26,588 
__787,212 
(532,983 ) 
(251,000) 


(281,983) 


#* 6,167,204 


(6,730,669) 


(553,465) 


135,529 


$ (698, 994 ) 
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THE TORONTO IRON WORKS, LIMITED 


CONSOLIDATED STATEMENT OF SOURCE AND DISPOSITION OF FUNDS 


FOR THE YEAR ENDED DECEMBER 31, 1968 
(with comparative figures for 1967) 


1968 L967 
SOURCE OF FUNDS: 
Operations - 
Net profit (loss) for the year 6 640,076 $(6,730,669) 
Add amounts deducted in arriving at net profit 
or loss which did not involve an outlay 
of funds; 
Depreciation 493 ,429 674,463 
Investment in and advances to subsidiary 
companies written off ~ 6,142,510 
Provision for loss on sale of fixed assets 
of the Stran-Steel Division - Jol, 256 
Recovery of deferred income taxes - (158) 259) 
Total funds from operations J 355505 219, Zou 
Realization of advances to subsidiary companies ee LOrOOO ~ 
Proceeds from disposal of fixed assets (net) 784,469 _- 
Se: a19,¢81 
DISPOSITION OF FUNDS: 
Decrease in long-term debt 628,457 262,942 
Redemption of preference shares of T.1.W. Western 
lamiced held by minority shareholder 44,000 200, 000 
Expenditures on fixed assets (net) ~ 185,014 
Advances to subsidiary companies = ieee, WOU 
Dividends paid = Say Lo 
672,457 3, 280, 946 
Increase in working capital By oS sy oat (3,001,655) 


Working capital (deficit), beginning of year (2,786,649) 


Working capital deficit, end of year Ee enneora)) 


$(2,786, 849 ) 


___214,816 


(See accompanying notes to the consolidated financial statements) 


—_ 
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THE TORONTO IRON WORKS, LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31, 1968 


1. Basis of consolidation 
The accounts of the Company have been consolidated with those of its subsidiary, 
T.I.W. Western Limited. The investment in the remaining subsidiary, Wimco 
Steel Sales Co. Limited, is carried in the accounts at $1 as explained in 
note 2. 
2. Petitions in bankruptcy 
On December 29, 1967 a petition in bankruptcy was filed against the Company by a 
creditor and The Clarkson Company Limited was appointed interim receiver. To 
February 19, 1969, the petition has not been heard by the Court pending 
development of plans by the Company to make a proposal to its creditors. 
Concurrently, petitions were filed against three subsidiary companies, Driam 
Pipe (Canada) Limited, Wimco Steel Sales Co. Limited and Pre-Engineered Steel 
Buildings, Inc. The latter two companies have since been adjudged bankrupt. 
There was no recovery from Pre-Engineered Steel Buildings, Inc. and accordingly 
the investment in that Company was completely written off in the accounts in 
1967. The investment in shares of Wimco Steel Sales Co. Limited was written 
down to $1 in 1967 and it is currently still impossible to determine the 


recovery, if any, from that investment. Reference is made in note 4 to the 


disposition of the investment in Driam Pipe (Canada) Limited. 
3. Going-concern basis 
Notwithstanding the petition in bankruptcy against the Company, which petition 
has not yet been heard, the accounts of the Company have been prepared on a 


going-concern basis. 


Page 12 of 28 


| 
) 
B vd yreqmod eft tecieps beftl ssw yotqireraitsd ok xostiteq a Vael ,8S vadmsosT a0 | 


oT .revissexr aftetal betaroggs aw betiail yregmsd noervxsl) ed? Sas roribeta 


antbseg tao edt yd Bused need ton sed moititeg sat ~2deL CL yreerds4 . | 
~srotihexs etl of Lpaogotg & asiam 02 vneginod edt yd ensIgq io tnengolevsb | | 


matali ,eetnsgmoo yrelbledve eexit téecteye belit sxew anciiiteg ,ylinerivonoy | 


| fest! beteanigdi-ovd Bue Hotimil .o0 aelae leetc ocomiW botimtd (shaved) sqtt | 


. tees bea but be nead entie eved nelnsquos ow! ssiisi etT onl ,egatbftut 
“Efsatiroooe brs wont month ibd [esé® berssotund~ord moxl vrevoost on saw stent | 
nt etowoses 90% mi Vio nattiorw yledelqmoo enw yaqmod tedd ar inomteevat edt | 
pedobus asw bedimil -o0 eatsé Leaté oomtW to perere mt tneateovat scl .ToCL 
ott enimstsb od adden ({itve vitasturo et ¢t bose V9eL at [8 of owob 
ad? of $ atoa mr ebem ai sotezs tel . bnew eevirl dsct mor? , yrs Th ,. treavoses 
shatimtd (abansd) eatT mets ot snemteevai sit to noitieoqeib 
| sited preomus-patod .o 
nottitesq Ahidw sy yaeqned silt tanisgs yotqueminsd at aortiteq add wal bonteddiwiel) 
§ a0 tineduste seed vad ViegmodD edd ‘lo strwhons edd basen masd fey fon esr 


eiead mreno-antoy 


a 


4, 


i 


Bo 


Sale of division and subsidiary company 


In 1968, with the approval of the Court - 
(a) the Stran-Steel Division was sold, and 


(b) the shares of Driam Pipe (Canada) Limited were disposed of and a 
proposal to its creditors was made by that company. 


Full provision for the estimated losses on these transactions was reflected in 
the 1967 financial statements. The actual losses proved to be $51,538 less 
than the amounts provided and this is shown as a recovery in 1968. 

Bank indebtedness 

The interim receiver has authority to borrow up to $3,000,000 on the security of 
interim receiver's certificates issued with the authority of the Court. 
These certificates effectively give the bankers a first lien on all the 
Company's assets to value of such certificates. At December 31, 1968, 
there remains substantial bank indebtedness the payment of which has been 
secured by cash deposits of equal amount in cash collateral accounts with 
the Company's bankers. For financial statement purposes, these amounts 
have been offset. 

Accounts payable 

Accounts payable and accrued charges at December 31, 1968 include $3,911,728 
incurred prior to the interim receivership. 

Income taxes 

In 1968, income tax reductions resulting from the carry-forward for tax purposes 
of prior years! losses have been classified as extraordinary items in the 
statement of income. Similar reductions included in the 1967 operating 
results have been reclassified on a basis consistent with that followed in 
1968. The unused loss carry-forward for tax purposes cannot be accurately 
determined at this time but is estimated to be approximately $500,000 at 


December 31, 1968. 
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8. Events subsequent to December 31, 1968 


In its financial statements for the year ended December 31, 1967, the 
Company indicated its intention to make a Proposal under Part III of the 


Bankruptcy Act to its unsecured creditors who had claims outstanding at 


December 29, 1967. The Company is still considering the terms of an 
arrangement to be made with such creditors, details of which have not 
yet been finalized. 


9. Contingent assets and liabilities 
(a) Since the filing of the petition in bankruptcy referred to in note 2, 


certain shareholders and others have filed writs alleging various 
improper actions, as follows: 
(ay) against a director and a major steel supplier for damages of 
$10,000,000 and against the director alone for an additional 


$100,000. The claim would involve the Company in liability 


only to the extent that it might be required to indemnify the 
director in the event that the action should succeed against 
him. 

The writ was served on the director on May 17, 1968 but no 
statement of claim has been received to date. Since the 
specific allegations are not known, it is impossible to 
evaluate the liability, if any. The director has stated 
that the allegations against him in the writ are entirely 


without basis or foundation. 


(ii) against two suppliers and certain of their officers, and 
against the Company and certain of its directors and former 


directors, for damages in a derivative action of $9,000,000. 
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This would not involve the Company in any liability. In the 
opinion of special counsel for the directors, the action is 
without merit; the special counsel considers further that 
the action is improperly brought because of the lack of 
status of the plantiff. 

(b) The Company has made a claim of $531,000 against a customer for 
additional charges in respect of a construction contract. 

(c) A claim for damages has been made against the Company by a customer, 
which in the opinion of the Company's counsel should not give rise to 
any Significant liability. 

(d) <A major supplier has claimed an amount of approximately $130,000 for 1968 
interest in respect of its trade account outstanding at December 29, 


1967. The Company has no satisfactory documentation to support this 


claim and accordingly has made no provision for this amount in its 


accounts. 

(e) The Company has indemnified Wimco Industries (Hastern) Limited and certain 
of that Company's shareholders against losses which may arise by 
reason of certain guarantees given by them in respect of the operations 
of Wimco Steel Sales Co. Limited. Management, after discussion with 


counsel, knows of no outstanding guarantees which are likely to lead 


FO. any Signmiticans Iaapility as a result of such indemniiticaraon, 
(f£) The interim receiver, with the approval of the Court, has entered into 
agreements secured by interim receiver's certificates which 


constitute a lien on all the Company's assets, subordinate to any 


such certificates given to the Company's bankers, as follows: 
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(B) 
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(i) Indemnifying a bonding company for any losses that might be 


suffered as a result of performance bonds issued in respect 
of the Company's new construction contracts and limited in 
amount to $4,400,000. 

(ii) Indemnifying certain directors and officers of the Company, 


in consideration of their becoming or remaining directors 


and officers, and agreeing to hold such directors and 
officers and each of them harmless from and against all 
damages and costs of suits brought against them and arising 


out of the performance of their duties at the request of 


the interim receiver to a total amount of $200,000. 


10. Remuneration of directors and officers 


The aggregate direct remuneration paid in 1968 by the Company and its 
subsidiaries to directors and senior officers (as defined by The Corporations 


Act, Ontario) amounted to $110,482. 
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THE TORONTO IRON WORKS, LIMITED 


CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31, 1967 
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Halifax Saint John Quebec Montreal Ottawa 


CAiyok Toronto Hamilton Kitchener London Windsor 
On, jordton OL 0. Port Arthur Fort William Winnipeg Regina 


Calgary Edmonton Vancouver Victoria 


Cas y od nti Arthur Young, Clarkson, Gordon & Co. 
United States—Brazil 
1 ; 
5 Wellington Street West, Toronto 1, Canada Telephone 368-2751 (Area Code 416) 


AUDITORS" REPORT 


To the Shareholders of 
The Toronto Iron Works, Limited: 


We have examined the consolidated balance sheet of The Toronto 
Iron Works, Limited and its subsidiary company, T.I.W. Western Limited, as at 
December 31, 1967 and the consolidated statements of income, deficit and source 
and disposition of funds for the year then ended. Our examination included a 
general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances. 

As explained in the notes to the consolidated financial statements, 
the accounts of the Company and its consolidated subsidiary have been prepared on 
a going-concern basis. Accordingly the statements do not reflect any losses which 
would be incurred if the Company should be adjudged bankrupt and liquidation of 
its assets should take place nor, in the alternative, any adjustments which might 
be required if the creditors should ratify a proposal to be made to them by the 
Company. (notes 2, 3 and 4(c)). As further explained in note 8 to the statements, 
there exist material contingent assets and liabilities, the effect of which 
cannot be determined at this time. 

In view of the materiality of the matters mentioned in the preceding 
paragraph, we are unable to express an opinion on the consolidated financial 
statements of the Company taken as as a whole for the year ended December 31, 1967. 
It is our opinion, however, that the assets and liabilities (other than those assets 


or liabilities which may result from the matters mentioned in the preceding paragraph) 


es 
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and capital stock are presented fairly in the consolidated balance sheet as at 
December 31, 1967 and that the sales and other items of income and expense (other 
than those gains or losses which may result from the matters mentioned in the 
preceding paragraph) and dividends declared are presented fairly in the consolidated 
statements of income and deficit for the year ended December 31, 1967. Also, in 
our opinion, the funds generated from operations and the disposition of funds 
(other than any funds which may arise or be disposed of as a result of the matters 
mentioned in the preceding paragraph) are presented fairly in the consolidated 
statement of source and disposition of funds for the year ended December 31, 1967. 
The consolidated financial statements have been prepared in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding 
year, after giving retroactive effect to the revised basis of consolidation explained 
in note 1] and the reclassification of accounts referred to in note 6. 

We further report that The Clarkson Company Limited, the interim 


receiver appointed by the Court (note en is associated with our firm. 


Le bharkasry Lede? ho 
Toronto, Canada, 


November 22, 1968. Chartered Accountants 
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THE TORONTO IRC 
and its subsidiary compa 
(Incorporated under 


CONSOLIDATEL 
DECEMBER 
(with comparative figures as 
Uggs iors tl ue SS) 
LOIGW L966 
CURRENT : 
Cash $ 4,579 $ ZnO 
Accounts receivable, including holdbacks 5,476,648 4,616,407 
Inventories, at lower of cost or net realizable 
value - 
Contracts in process (less advance billings 
- 1967 - $3,308,128; 1966 - $1,920,298) 1,055,720 IOs Aer a6) 
Steel and supplies JOE ALO 2,432,086 
a Oil, OOo 3,487, 906 
Prepaid expenses 135,543 192,053 
Total current assets 9,644,705 Seego O06 
INVESTMENT in and advances to unconsolidated 
subsidiary companies (notes 1, 2 and 4): 
Shares - 1966 figures at cost - 
Wimco Steel Sales Co. Limited al DOs OOO 
Driam Pipe (Canada) Limited 520,000 
Pre-Engineered Steel Buildings, Inc. 40,074 
Advances, at estimated realizable value 860,000 912,110 
54% mortgage receivable 250,000 250,000 
I RONCON Badong se 


FIXED (note 4): 
Land, buildings and equipment, at cost 9, 200 5590 8,423,460 
Less accumulated depreciation and allowance of 
$476,462 at December 31, 1967 for losses on 


realization 4,958,876 3 (94,195 
4,261,714 4,629,265 


O h 3 
Pop GRA e Orne ye oar d $11,016,420 $18,156,045 


rena Co ey 


(See accompanying notes to the co 
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STATEMENT 1 


WORKS, LIMITED 
7 T.I.W. Western Limited 
she laws of Ontario) 


3ALANCE SHEET 


DeLeon 
; December 31, 1966 - note i) 


A eet Ag a ay gs 


L967 1966 
CURRENT: 

Bank indebtedness - secured (note 5) $ 3,266,995 $93, 9515256 
Accounts payable and accrued charges 4,159,745 Lig 20d OH 
Income and other taxes payable (including 

in 1966 deferred income taxes of $508,000 

related to holdbacks - note 6) 7M REY aro’) 829,345 
Current portion of long-term debt (note 7) ; 120,000 326,459 


Dividends payable 45,176 


Total current liabilities 8,451,554 8,083, 780 


DEFERRED income taxes (note 6) 158,259 


LONG-TERM DEBT (note 7) 628,457 891,399 
EXCESS of net book value of consolidated 
subsidiary over cost of shares (4992 74,992 
MINORITY INTEREST 50 , 000 250 ,000 
SHAREHOLDERS! EQUITY: 
Capital stock - 
Authorized: 
1,000,000" shares! of no par value 
Issued: 
401,568 shares SOO Ul 2,000,411 
(Deficit) retained earnings (698,994) 6,167,204 
Leol al7 By GIO 
$11,016,420 $18,156,045 


solidated financial statements ) 
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THE TORONTO IRON WORKS, LIMITED 


CONSOLIDATED STATEMENTS OF INCOME AND DEFICIT 


FOR THE YEAR ENDED DECEMBER 31, 1967 


AS SE, ee 


(with comparative figures for 1966 - note 1) 


INCOME 


pales 


Operating profit for the year before the 
following deductions: 


Depreciation 
Interest on long-term debt 
Pension costs 


Profit (loss) before income taxes and 
extraordinary items 


Recovery of (provision for) deferred income taxes 
(note 6) 


PEOLL G (loss) before extraordinary items 


Extraordinary items? 
Investment in and advances to subsidiary 
companies written off (notes 1, 2 and ayn 
Wimco Steel Sales Co. Limited 
Driam Pipe (Canada) Limited 
Pre-Engineered Steel Buildings, Inc. 
Provision tor loss om sale of asses of 
the Stran-Steel Division 


Less resulting recovery of balance of 
deferred income taxes (note 6) 
Net (loss) profit for the year 
DEFICIT 


Retained earnings, beginning of year 


Deduct share of retained earnings of Driam Pipe (Canada) 
Limited consolidated at December 31, 1965 (note 1) 


Net (loss) profit for the year 


Less dividends declared - 33.75¢ per share in 
1967 and 45¢ in 1966 


(Deficit) retained earnings, end of year 
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Gr 


$15,966,434 


$ Ong ieee 


674,463 
86,161 


26,088 
Ogle 


(532,983) 


___ 336,000 


(196, 983) 


3,499,999 
2,436,715 
227 745 


oye Oey) 
6,005, 686 


$(6,730,669) 


$ 6,167,204 


6,167,204 
6,730,669) 
563,465) 


lie yerese) 


$ (698,994) 


(See accompanying notes to the consolidated financial statements) 


STATEMENT 2 


1966 


$21,687,669 


$1,832,094 


322,802 
63,156 


42,604 
428,562 


1,403,532 


(403,000) 


1,000,552 


t.  (000)7 552 


$ 5,375,784 


__ 38, 954 
5,336,850 


1,000,532 
6,337,382 


UO Ls8 


$ 6,167,204 
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STATEMENT 3 
THE TORONTO IRON WORKS, LIMITED 
CONSOLIDATED STATEMENT OF SOURCE AND DISPOSITION OF FUNDS 
FOR THE YEAR ENDED DECEMBER 31, 1967 
(with comparative figures for 1966 - note 1) 
INST SNS 1966 
SOURCE OF FUNDS: 
Operations - 
Net (loss) profit for the year $(6,730,669) $1,000,532 
Add amounts deducted in arriving at net profit 
or loss which did not involve an outlay 
OL funds: 
Depreciation 674,463 Oee,oue 
Provislon Low (recovery of ) deferred 
income taxes (portion applicable to 
non-current items) (158,259) 41,000 
Investment in and advances to subsidiary 
companies written off - 
Wimco Steel Sales Co. Limited Opacegiwes 
Driam Pipe (Canada) Limited 2,314,766 
Pre-Engineered Steel Buildings, Inc. 327,745 
Provision for loss on sale of fixed assets 
of the Stran Steel Division 351,256 
Total funds from operations PGi soak 1,564,334 
Increase in long-term debt COL oo9 
ary elk Tae Or kere) 
DISPOSITION OF FUNDS: 
Expenditures on fixed assets (net) Ve 3.074 3,837,298 
Advances to subsidiary companies - 
Driam Pipe (Canada) Limited 1,615,583 913,957 
Pre-Engineered Steel Buildings, Inc. Zot sous 
Wimco Steel Sales Co. Limited (4,153) 4,153 
Amounts paid for net assets and minority 
interests in subsidiary companies (including 
goodwill) 3,760,074 
Less portion satisfied by issue of capital stock (2,316,236) 
Decrease in long-term debt 262,942 
Redemption of preference shares of T.1I.W. Western 
Limited held by minority shareholder 200 , O00 
Dividends paid 130,020 a AOIE tas 
5,280, 946 6,067,424 
Decrease in working capital 3,001,665 4, PE GL 


Working capital, beginning of year 214,816 4,526,507 


$ (2,786,849) 


Working capital (deficit), end of year $ 214,816 


(See accompanying notes to the consolidated financial statements) 
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THE TORONTO IRON WORKS, LIMITED 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31, 1967 


1. Basis of consolidation 

The accounts of the Company have been consolidated with those of its subsidiary 
T.I[.W. Western Limited. In the 1966 consolidated financial statements previously 
presented to shareholders, the accounts of Wimco Steel Sales Co. Limited (acquired 
during 1966) and its subsidiary companies, and Driam Pipe (Canada) Limited were 
included in the consolidation. Im view of the matters discussed in note 2, these 
companies have not been so included in the 1967 consolidated statements and the 
comparative figures for 1966 have been revised to conform with the 1967 presentation. 

The effect of this change has been to reflect the investment in Wimco Steel Sales Co. 
Limited and Driam Pipe (Canada) Limited on a "cost" rather than a "consolidated" 
basis. As a result, provision is not made in the 1966 figures for the losses of 
unconsolidated subsidiaries totalling $99,629 and 1966 net profit is greater by 


that amount than consolidated net profit previously reported; similarly, the 


consolidated shareholders' equity at December 31, 1966 does not provide for 
accumulated net losses of subsidiaries of $60,695 and is therefore higher by that 
amount than the balance previously reported. 


2. Petitions in bankruptcy 


On December 29, 1967 a petition in bankruptcy was filed against the Company by a 


creditor; The Clarkson Company Limited was appointed interim receiver and has 


authority to borrow $3,000,000 on the security of the Company's assets. (To 


November 22, 1968, the petition has not been heard by the Court pending development 


of plans by the Company to make a proposal ‘to: its creditors. ) 
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Concurrently, petitions were filed against three subsidiaries, Driam Pipe (Canada) 
Limited, Wimco Steel Sales Co. Limited and Pre-Engineered Steel Buildings, ine. 
The latter two companies have since been adjudged bankrupt. It is estimated that 
there will be no recovery from Pre-Imgineered Steel Buildings, Inc. and accordingly 
the investment in this Company has been completely written off in the accounts. 
It is currently impossible to determine the recovery from the Company's investment 
in shares of Wimco Steel Sales Co. Limited and accordingly the investment in this 


Company has been written down to $1. Reference is made in note 4 to the disposition 


investment in Driam Pipe (Canada) Limited. 


3. Going concern basis 
Notwithstanding the petition in bankruptcy against the Company, which petition has not 
yet been heard, the accounts of the Company and its consolidated subsidiary have 
been prepared on a going concern basis. 
4. Events subsequent to December 31, 1967 
Since December 31, 1967, the following significant events have occurred or are 


pending: 


(a) The Stran-Steel Division, with the approval of the Court, has been 


sold and full provision for the loss has been reflected in the 
accompanying financial statements. As part of the sale arrangements, 
the 55% mortgage of $250,000 and fixed assets having a net carrying 
value of $225,000, shown in the balance sheet, are to be converted 
to cash in 1968. As part of the transaction, the company also 

sold inventories but retained all accounts receivable as at closing. 


(b) The shares of Driam Pipe (Canada) Limited, with the approval of the 


Court, have been disposed of and a proposal to creditors was made by 
that Company. Full provision for the estimated loss of $2,406,715 

on the investment in Driam has been reflected in the accompanying 
financial statements, including a loss of $121,949 on the cancellation 
of a machinery installation contract and $125,226 representing a 
write-down of fixed assets transferred to Driam. (Fixed assets , 
formerly leased +o Driam, which have a net carrying value of $591,399 
after the write-down referred to, together with the related 63% 
mortgage of like amount, were transferred to Driam.) 


As a result of the proposal referred to above, the amount of $860,000 


i 
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+s show as "advances, at estimated realizable value". This amount 
was converted to cash in 1968. 
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(c) The Company intends to make a proposal to its creditors under Part III 
of the Bankruptcy Act, the details of which have not been finalized. 


(a) No provision has been made in the accompanying financial statements for 
costs in connection with the reorganization of the Company subsequent 
to December 31, 1967. 


5. Bank indebtedness 
Bank indebtedness at December 29, 1967 was secured by an assignment of the accounts 
receivable and a pledge of the inventories. The operations of the Company since 
that date have been financed by the Company's bankers on the security of interim 
receiver's certificates issued with the approval of the Court; these certificates 
effectively give the bankers a first lien on all the Company's assets to the value 
of such certificates. 
6. Deferred income taxes 
Deferred income taxes relating to 1966 and prior years have been eliminated in 
1967 as a result of losses incurred during the year. The 1966 comparative 
deferred income tax figures have been reclassified to conform with the form 


of presentation adopted in 1967. 


7. Long-term debt 


Amount 
outstanding 
December 31, Current Long-term 
1967 portion portion 
62% mortgage payable in 
monthly instalments to 
May 31, 1973 (note 4(b)) $ 591,399 $ 28,e03 $563,124 
65% equipment purchase 
contract payable in 
equal monthly instalments 
WO) AUeUSt 20, L909 165,353 98,000 65,533 
7% unsecured notes due in 
instalments on December 3l, 
1967 (unpaid) and 1968 600 , O00 600 , 000 g 
$1,354,732 tino, elo $628,457 
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(i) 


(ii) 


8. Contingent assets and liabilities 
(a) Since the filing of the petition in bankruptcy referred to in note l, 


certain shareholders and others have filed writs alleging various 


improper actions, as follows: 


against,a director and a major steel supplier for damages of 
$10,000,000 and against the director alone for an additional 
$100,000. The claim would involve the Company in liability 
only to the extent that it might be required to indemnify the 
director in the event that the action should succeed against 
him, The writ was served on the director on May 17, 1968 but 

no statement of claim has been received to date. Since the 
specific allegations are not known, it is impossible to evaluate 
the liability, if any. The director has stated that the 
allegations against him in the writ are entirely without basis 
or foundation. 

against two suppliers and certain of their officers, and against 
the Company and certain of its directors and former directors, 
for damages in a derivative action of $9,000,000. This would 
not involve the Company in any liability. In the opinion of 
special counsel for the directors, the action is without merit; 
the special counsel considers further that the action is 


improperly brought because of the lack of status of the plaintiff. 


(b) The Company has made a claim of $531,000 against a customer for additional 


charges in respect of a construction contract. 


(c) A claim for damages has been made against the Company by a customer which 


in the opinion of the Company's counsel should not give rise to any 


significant liability. 
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(d) The Company has indemnified Wimco Industries (Eastern) Limited and certain 


of that Company's shareholders against losses which may arise by reason 


of any guarantee given by them in respect of the operations of Wimco 
Steel Sales Co. Limited. Management, after discussion with counsel, 
knows of no outstanding guarantees which are likely to lead to any 
Significant liability as a result of such indemnification. 

(e) Subsequent to the year-end, the interim receiver, with the approval of 
the Court, entered into agreements secured by interim receiver's 
certificates as follows: 

(i) indemnifying a bonding company for any losses that might be 
suffered as a result of performance bonds to be issued in 
respect of the Company's new construction contracts. The 
agreements are limited in amount to $4,400,000 and are secured 


by interim receiver's certificates issued with the approval of 


the Court. These certificates effectively are a lien on all 
the Company's assets, subordinate to the certificates referred 
to in note 5 above. 


(ii) indemnifying certain directors and officers of the Company, in 


consideration of their becoming or remaining directors and 


officers, and agreeing to hold such directors and officers and 
each of them harmless from and against all damages and costs of 


suits brought against them and arising out of the performance of 


their duties at the request of the interim receiver to a total 


amount of $200,000. 


ae 
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9, Remuneration of directors and officers 
The aggregate direct remuneration paid in 1967 by the Company and its consolidated 
subsidiary to directors and senior officers (as defined by The Corporations Act, 
Ontario) amounted to $134,459; in addition, $153,000 was paid by unconsolidated 


subsidiaries. 
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THE TORONTO IRON WORKS, LIMITED 


629 Eastern Avenue, Toronto, Canada 


DIVISIONS AND SUBSIDIARIES 


Central Bridge Division, Trenton, Ontario 

Driam Pipe (Canada) Limited, Horner Avenue, Toronto, Ontario 
Plate Fabrication Division, Eastern Avenue, Toronto, Ontario 
Pre-Engineered Steel Buildings, Inc., St. Eustache, Quebec 
Stran-Steel Canada Division, Richmond Hill, Ontario 


Wimco Steel Sales Co. Limited, Martin Grove Road, 
Rexdale, Ontario 


Wimco Steel Corporation, Cheektowaga, New York 


THE TORONTO IRON WORKS, LIMITED 


SEMI-ANNUAL REPORT 


for the six months ended June 30, 1967 


SEMI-ANNUAL REPORT 


for the six months ended June 30, 1967 


TO THE SHAREHOLDERS: 


As shown in the accompanying unaudited financial 
summary, your Company incurred a net loss for the six 
month period ended June 30, 1967 in the amount of 
$384,000 compared with a profit of $150,000 during 
the same period a year earlier. Sales during the first six 
months of 1967 amounted to $11,956,000 compared 
with $8,378,000 for the first six months of 1966. 

The Company's loss position for the six month period 
ended June 30, 1967 was partially caused by continuing 
labor unrest in the construction industry which ham- 
pered efficient operations in both our Plate Fabrication 
and Central Bridge Divisions. In addition, substantial 
losses were experienced by our Central Bridge Division 
on two major contracts. One of these contracts was 
completed in June and the other will be closed out this 
month. Full provision has been made for the total loss 
on both contracts in the six month financial report. 

Investment in new plant and production equipment 
amounted to $1,365,000 during the first six months of 
1967. The expected contribution to earnings by these 
assets did not materialize due to delays in delivery, 
installation and start-up. It is anticipated that earnings 
from these new facilities will be realized later this year. 
Full depreciation is being charged even though these 
production facilities are not yet making a contribution 
to earnings. 

The Company's policy is to record sales and earnings 
on projects only when the contracts are completed. As 
this is the first semi-annual report by The Toronto Iron 
Works, Limited, it should be pointed out that historically, 
a higher percentage of projects are completed during 
the second half of each year. Accordingly, we expect 
the second half to show increased sales volume. 

While the results of the first six months have been 
disappointing, your management is confident that opera- 
ting results during the last half of 1967 will be profitable. 


G.E. ELLSWORTH 
President 
August 28, 1967 


CONSOLIDATED EARNINGS 


(Six months ended June 30) 1967 1966 
(Thousands of dollars) 
(note 1) (note 1) 
$11,956 $8,378 

558 183 


Net Sales 

Depreciation 

Earnings (loss) before income 
taxes (note 2) 

Provision for (recovery) deferred 
income taxes (144) 194 

Consolidated net profit (loss) 
(note 2) (384) 150 


(528) 344 


CONSOLIDATED SOURCE AND APPLICATION OF FUNDS 


(Six months ended June 30) 1967 1966 
(Thousands of dollars) 
FUNDS WERE PROVIDED BY: 
Operations $ 48 $ 503 
Advances from affiliates a 468 
Long term debt 794 
Total 48 $1,765 


FUNDS WERE APPLIED TO: 
Fixed Asset additions—net $ 1,365 
Acquisition of subsidiary companies —— 
Repayment of long term debt—net 216 
Adjustment re: prior years 241 
Payment of dividends 90 
Total Su, 912 


WORKING CAPITAL (DEFICIT) 


As of June 30 $3,003 


$ (441) 


NOTE 1 


The 1967 figures include the accounts of The Toronto Iron 
Works, Limited, and its subsidiary companies—Driam Pipe 
(Canada) Limited, T.I.W. Western Limited, Pre-Engineered 
Steel Buildings, Inc., and Wimco Steel Sales Co. Limited 
and its subsidiary companies. The comparative 1966 figures 
do not include the accounts of T.I.W. Western Limited and 
Pre-Engineered Steel Buildings, Inc., as control of these 
companies was not acquired until after June 30, 1966; the 
accounts of Wimco Steel Sales Co. Limited are included 
only from April 1, 1966, the effective date of its acquisition. 


NOTE 2 


The 1967 figures exclude an adjustment for losses relating 
to the 1966 fiscal period in an estimated amount of $230,000, 
($111,000 net of tax recovery). Certain costs have been al- 
located to contracts completed in 1966 but the adjustment 
was not determined until the completion of related contracts 
in 1967. 


